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will be 10 percent or, if less, the rate
determined by the Secretary of the
Treasury and announced to the States
by the Department.

[63 FR 37429, Sept. 26, 1988, as amended at 71
FR 35514, June 21, 2006]

§606.31 Due dates for payment of in-
terest. [Reserved]

§606.32 Types of advances subject to
interest.

(a) Payment of interest. Except as oth-
erwise provided in paragraph (b) of this
section each State shall pay interest
on any advance made to such State
under title XII of the Social Security
Act.

(b) Cash flow loans—(1) Availability of
interest-free advances. Advances are
deemed cash flow loans and shall be
free of interest provided that:

(i) The advances are repaid in full
prior to October 1 of the calendar year
in which the advances are made;

(i1) The State does not receive an ad-
ditional advance after September 30 of
the same calendar year in which the
advance is made. If the State receives
an additional advance after September
30 of the same calendar year in which
earlier advances were made, interest on
the fully repaid earlier advance(s) is
due and payable not later than the day
following the date of the first such ad-
ditional advance. The administrator of
the State agency must notify the Sec-
retary of Labor no later than Sep-
tember 10 of the same calendar year of
those loans deemed to be cash flow
loans and not subject to interest. This
notification must include the date and
amount of each loan made beginning
January 01 through September 30 of
the same calendar year, and a copy of
documentation sent to the Secretary of
the Treasury requesting loan repay-
ment transfer(s) from the State’s ac-
count in the UTF to the Federal unem-
ployment account in the UTF; and

(iii) The State has met the funding
goals described in paragraph (b)(2) or
(b)(3) of this section.

(2) Funding goals. This paragraph
(b)(2) is applicable to all States as of
January 1, 2019. A State has met the
funding goals requirement if:

(i) The State, as of December 31 of
any of the b consecutive calendar years
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preceding the calendar year in which
such advances are made, had an AHCM
of at least 1.00, as determined under
§606.3; and

(ii) The State maintained tax effort
as determined under paragraph (b)(4) of
this section.

(3) Phasing in funding goals. This
paragraph (b)(3) applies for calendar
years 2014 through 2018. A State has
met the funding goals requirement if it
has satisfied the solvency criterion in
paragraph (i), and the maintenance of
tax effort criteria in paragraph (ii), of
this §606.32(b)(3).

(i) A State has met the solvency cri-
terion if:

(A) For calendar year 2014, as of De-
cember 31 of any of the 5 consecutively
preceding calendar years, the State had
an AHCM of at least 0.50, as determined
under §606.3;

(B) For calendar year 2015, as of De-
cember 31 of any of the 5 consecutively
preceding calendar years, the State had
an AHCM of at least 0.60, as determined
under §606.3;

(C) For calendar year 2016, as of De-
cember 31 of any of the 5 consecutively
preceding calendar years, the State had
an AHCM of at least 0.70, as determined
under §606.3;

(D) For calendar year 2017, as of De-
cember 31 of any of the 5 consecutively
preceding calendar years, the State had
an AHCM of at least 0.80, as determined
under §606.3;

(E) For calendar year 2018, as of De-
cember 31 of any of the 5 consecutively
preceding calendar years, the State had
an AHCM of at least 0.90, as determined
under §606.3;

(ii) A State has met the maintenance
of tax effort criteria if it maintained
tax effort as determined under para-
graph (b)(4) of this section.

(4) Maintenance of tax effort criteria. A
State has maintained tax effort if, for
every year between the last calendar
yvear in which it met the solvency cri-
terion in paragraph (b)(2)(i) or (b)(3)(Q)
of this section and the calendar year in
which an interest-free advance is
taken, the State’s unemployment tax
rate as defined in §606.3 for the cal-
endar year is at least—

(i) 80 percent of the prior year’s un-
employment tax rate; and
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(ii) 75 percent of the State 5-year av-
erage benefit-cost ratio, as determined
under §606.21(d).

[63 FR 37429, Sept. 26, 1988, as amended at 75
FR 57156, Sept. 17, 2010]

§606.33 No payment of interest from
unemployment fund. [Reserved]

§606.34 Reports of interest payable.
[Reserved]

§606.35 Order of application for re-
payments. [Reserved]

Subpart E—Relief from Interest
Payment

§606.40 May/September delay.

Subsection (b)(3)(B) of section 1202 of
the Social Security Act permits a
State to delay payment of interest ac-
crued on advances made during the last
five months of the Federal fiscal year
(May, June, July, August, and Sep-
tember) to no later than December 31
of the next succeeding calendar year. If
the payment is delayed, interest on the
delayed payment will accrue from the
normal due date (i.e., September 30)
and in the same manner as if the inter-
est due on the advance(s) was an ad-
vance made on such due date. The Gov-
ernor of a State which has decided to
delay such interest payment shall no-
tify the Secretary of Labor no later
than September 1 of the year with re-
spect to which the delay is applicable.

§606.41 High unemployment deferral.

(a) Applicability. Subsection (b)(3)(C)
of section 1202 of the Social Security
Act permits a State to defer payment
of, and extend the payment for, 75 per-
cent of interest charges otherwise due
prior to October 1 of a year if the OWS
Administrator determines that high
unemployment conditions existed in
the State.

(b) High unemployment defined. For
purposes of this section, high unem-
ployment conditions existed in the
State if the State’s rate of insured un-
employment (as determined for pur-
poses of 20 CFR 615.12) under the State
law with respect to the period con-
sisting of the first six months of the
preceding calendar year equalled or ex-
ceeded 7.5 percent; this means that in
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weeks 1 (that week which includes Jan-
uary 1 of the year) through 26 of such
preceding calendar year, the rate of in-
sured unemployment reported by the
State and accepted by the Department
under 20 CFR part 615 must have aver-
aged a percentage equalling or exceed-
ing 7.5 percent.

(c) Schedule of deferred payments. The
State must pay prior to October 1 one-
fourth of the interest due, and must
pay a minimum of one-third of the de-
ferred amount prior to October 1 in
each of the three years following the
year in which deferral was granted; at
the State’s option payment of deferred
interest may be accelerated.

(d) Related criteria. Timely payment
of one-fourth of the interest due prior
to October 1 is a precondition to ob-
taining deferral of payment of 75 per-
cent of the interest due. No interest
shall accrue on such deferred interest.

(e) Application for deferral and deter-
mination. (1) The Governor of a State
which has decided to request such de-
ferral of interest payment shall apply
to the Secretary of Labor no later than
July 1 of the taxable year for which the
deferral is requested.

(2) The OWS Administrator will de-
termine whether deferral is or is not
granted on the basis of the Depart-
ment’s records of reports of the rates of
insured unemployment and informa-
tion obtained from the Department of
the Treasury as to the timely and full
payment of one-fourth of the interest
due.

§606.42

(a) Applicability. Paragraph (9) of sec-
tion 1202 (b) of the Social Security Act
permits a State to delay for a period
not exceeding nine months the interest
payment due prior to October 1 if, for
the most recent 12-month period prior
to such October 1 for which data are
available, the State had an average
total unemployment rate of 13.5 per-
cent or greater.

(b) Delayed due date. An interest pay-
ment delayed under paragraph (9) must
be paid in full not later than the last
official Federal business day prior to
the following July 1; at the State’s op-
tion payment of delayed interest may
be accelerated. No interest shall accrue
on such delayed payment.

High unemployment delay.
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